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This Notice outlines HUD s criteria for approving a jurisdiction's
nei ghbor hood revitalization strategy as described in the Consoli dated
Pl an regul ations at Sec. 91.215(e)(2). It describes the process for
subm ssion of the strategy, anending the strategy, and neasuring,
revi ewi ng, and reporting on perfornmance agai nst the strategy.

In recent years, HUD s Ofice of Comrunity Planning and Devel opnent
(CPD) has stressed a coordinated marshalling of resources to facilitate
grantees' ability to engage in conprehensive comunity revitalization
strategi es. Conprehensive community revitalization strategies seek to
create partnerships anong federal and |ocal governnents, the private
sector, comunity organi zations and nei ghborhood residents. The
Depart ment seeks to create communities of opportunity in distressed
nei ghbor hoods by stinulating the reinvestment of human and econom c
capital and by econonically enmpowering | owinconme residents.

The Departnent recogni zes the fundanmental necessity of partnering
in problemsolving in order to achieve nuch greater success in our urban
revitalization efforts. Many citizens, unhappy with their residential
envi ronnents, have generally had three options available to them pack
up and nove to a nore satisfactory environnent; change the
unsati sfactory aspects of their conmunities; or stoically accept their
[iving conditions. The
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continui ng decline and w despread di sinvestnent in so nany of our cities
and counties and the spill-over effects in the surrounding comunities
point to a need for a different approach to rebuilding conmunities. HUD
bel i eves that no effort will succeed w thout the support of all of the
conmuni ty actors. Successful neighborhood revitalization strategies are
those that bring together the nei ghborhood' s and the |arger community's
st akehol ders to forge

part nerships that:

o} obtain conmitnents to nei ghborhood buil di ng;

o] make nei ghborhoods attractive for investments, thereby creating a
mar ket for profits;

o] gener at e nei ghborhood participation to ensure that the benefits of
econom c activity are reinvested in the nei ghborhood for |ong-term
communi ty devel opnent;

o} support the use of neighborhood internediary institutions (e.qg.
Conmruni ty Devel opnent Cor porations [CDCs], Community Devel opnent
Fi nanci al Institutions [CDFIs], conmunity housi ng devel opnent
organi zations [ CHDOs under the HOMVE progranmi, and religious
institutions) to bridge gaps between | ocal governnent agencies, the
busi ness comunity, comunity groups, and residents; and

0 foster the growth of resident-based initiatives to identify and
address their housing, econom c and human services needs.

The participation of all of the stakehol ders, particularly the
nei ghborhood' s residents, in the devel opment of a conprehensive
nei ghbor hood revitalization strategy enhances the chances of its
successful inplenentation by bringing all of the affected parties into
the process fromthe begi nning, thus gaining participants' trust and
gar neri ng needed financial support. This approach al so recogni zes that
the conplexity of the causes of nei ghborhood decline requires a nmulti-
pronged coordi nated approach. The value of this approach has been borne
out in the strategic planning process that many communities partici pated
in during the devel opment of their federal Enpowernent Zone
applications.

REGULATORY FRAMEWORK AND | NCENTI VES

HUD i s encouragi ng Community Devel opnent Bl ock Grant (CDBG
entitlenent grantees to devel op conprehensi ve nei ghbor hood
revitalization strategies. The subm ssion of such a strategy is
described in the regulations at 24 CFR 91 which cover a consoli dated
subm ssion for CPD prograns although separate approval is required for
the revitalization strategy. The Departnment seeks to stinulate the
devel opnent of revitalization strategies by offering certain incentives
for entitlement cities and urban counties. These incentives are
described in anmendnments to the CDBG regul ations at 24 CFR 570 which were
published in the Federal Register on January 5, 1995, and updated in the
Fi nal rule changes published in the Novenber 9, 1995, Federal Register
They are as follows:
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(1) Job Creation/Retention as Low Mdderate | nconme Area Benefit:
Job creation/retention activities undertaken pursuant to the
strategy may be qualified as nmeeting area benefit requirements,
thus elimnating the need for a business to track the incone of
persons that take, or are considered for, such jobs (24 CFR
570.208(a)(1)(vii) and (d)(5)(i));

(2) Aggregation of Housing Units: Housing units assisted pursuant
to the strategy nmay be considered to be part of a single structure
for purposes of applying the | owand noderate-i ncone nationa
objective criteria, thus providing greater flexibility to carry out
housi ng prograns that revitalize a nei ghborhood (24 CFR
570.208(a)(3) and (d)(5)(ii));

(3) Aggregate Public Benefit Standard Exenption: Economic

devel opnment activities carried out under the strategy may, at the
grantee's option, be exenpt fromthe aggregate public benefit
standards, thus increasing a grantee's flexibility for program
design as well as reducing its record-keeping requirenents (24 CFR
570.209 (b)(2)(v)(L) and (M); and

(4) Public Service Cap Exenption: Public services carried out
pursuant to the strategy by a Comunity-Based Devel opnent

Organi zation will be exenpt fromthe public service cap (24 CFR
570.204(b)(2)(ii)).

The strategy shall also be inplenented in accordance with the civil
rights-related programrequirenments stated in the Consolidated Plan rule
at 24 CFR Part 91.

CONTENTS OF THE NEI GHBORHOOD REVI TALI ZATI ON STRATEGY

A grantee's strategy should be designed to provide for the econonic
enpower nent of the | ow and noderate-incone residents of a particul ar
nei ghbor hood and other long-terminprovenents within a reasonabl e period
of time. Therefore, the strategy should clearly describe howit neets
the following criteria:

(1) Boundaries: The grantee has identified the nei ghborhood's
boundaries for which the strategy applies. Al areas within
t hose boundaries must be conti guous.

(2) Denographic Criteria: The designated area nust be prinarily
residential and contain a percentage of | ow and noderate-
incone residents that is equal to the "upper quartile
percentage" (as conputed by HUD pursuant to 24 CFR
570.208(a)(1)(ii)) or 70 percent, whichever is less but, in
any event, not |ess than 51 percent;
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(3) Consultation: The grantee nust describe how the strategy was
devel oped in consultation with the area' s stakehol ders,
i ncludi ng residents, owners/operators of businesses and
Fi nanci al institutions, non-profit organizations, and
community groups that are in or serve the nei ghborhood,

(4) Assessnent: The strategy nust include an assessnent of the
economi ¢ conditions of the area and an exam nation of the
opportunities for econom c devel oprment inprovenent and the
problens likely to be encountered;

(5) Econom ¢ Empowernent: There nust be a realistic devel opnent
strategy and inplenentation plan to pronote the area's
econom ¢ progress focusing on activities to create neani ngfu
jobs for the unenployed and | ow and noder at e-i ncome
residents of the area (including jobs created by HUD assi sted
efforts) as well as activities to pronote the substanti al
revitalization of the neighborhood; and

(6) Performance Measurenents: The strategy nust identify the
results (e.g., physical inprovenments, social initiatives and
econoni ¢ enpower ment) expected to be achi eved, expressing
themin terns that are readily nmeasurable. This will be in
the form of "benchmarks."

LEVEL OF DETAIL

In order to avoid an unnecessary burden for the grantee in
describing its strategy in the Consolidated Plan, the grantee may refer
to specific portions of other documents that HUD has access to for this
purpose. The grantee will only need to provide additional information to
the extent that sufficient detail is not already contained in such
exi sting documents in order that HUD may determ ne that each of the
criteria in the "Contents" section of this Notice has been net.

Since the grantee's HUD CPD Field Ofice representative will review
t he nei ghborhood strategy subm ssion, the grantee should consult with
its HUD representative to discuss what existing docunents and
information the grantee will be relying on for its subm ssion and what
additional information HUD will need to make this approval

VWile the grantee need not formally commit itself to the use of
CDBG funds (or other resources it expects to receive fromHUD) for
future years, it will need to show in each year's Action Plan the
specific activities it plans to assist with any of the HUD formul a
program funds covered in the Consolidated Plan for that year, clearly
identifying those that it will apply in pursuit of its strategy to
revitalize the area.



HUD PARTNERSHI P APPROVAL PROCESS

HUD expects to approve nei ghborhood revitalization strategies that
are subnitted by a CDBG grantee as part of its Consolidated Plan, or an
amendnment, if the proposed strategy describes howit will neet the
criteria outlined in the "Contents" section above.

Any Federal | y-desi gnat ed Enpowernent Zone (EZ) or Enterprise
Community (EC) located within an entitlement comunity will be presuned
by the HUD CPD Field Ofice to neet the above criteria and will be
approved by HUD, at the request of the grantee, without further review
Those entitlement grantees that subnitted applications for designation
as an EZ or EC but did not receive a designation should be able to neet
these criteria, but may not yet have devel oped the necessary benchnarks.

Grantees and their HUD CPD field office representatives should work
toget her in developing revitalization strategies that neet these
guidelines. HUD s review of strategies shall place particular inmportance
on the grantee's capacity, the likelihood that the planned actions will
result in economic revitalization, and the extent to which the strategy
reflects coordination with other public and private resources. HUD
encour ages innovative and creative strategies that pronote the active
and meani ngful participation of the stakehol ders throughout the
devel opnent and inplenmentati on of the plan because HUD is interested in
strategies that not only will successfully revitalize the nei ghborhood
but will also economically enpower its residents.

In the event HUD believes that a grantee's submission is unlikely
to achi eve neasurabl e progress in addressing the needs of the
nei ghbor hood, HUD wi ||l provide necessary technical assistance to the
grantee to try to arrive at a consensus of what would constitute a
"reasonabl e" strategy given the needs of the neighborhood and | evel of
resources available. If after such technical assistance, HUD and the
grantee remain apart in their assessnent of what is a realistic
strategy, HUD has the option of not approving the strategy.

The strategy may be submitted as part of the grantee's Consoli dated
Plan or may be subnitted as an anmendnent to it. \When applicable, HUD s
approval of the jurisdiction's Consolidated Plan will also state its
approval of the revitalization strategy. HUD will not hold up approval
of the Consolidated Plan if the revitalization strategy cannot be
concurrently approved wi thout delaying the funding of the grant prograns
covered by the plan. In any event, HUD s approval of a strategy for this
pur pose must be expressly stated.

PERFORVANCE MEASUREMENTS - BASELI NES AND BENCHVARKS

HUD expects to approve strategies that will achieve substanti al
i mprovenents in the delineated nei ghborhood area and will create
nmeani ngf ul | evel s of econonic opportunities for residents during the
time frame of that grantee's approved Consolidated Plan, generally a
five year period. However, HUD does not require that a nei ghborhood be
fully revitalized
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within that five year period, but that the |level of inprovenments will be
substantial. Once HUD approves a revitalization strategy, the grantee
may assune that this approval is in effect for the full time period of
the strategy, provided that both the grantee and HUD agree that
reasonabl e progress is being made in its inplenentation. In order for
HUD to be able to gauge the effectiveness of the strategy, the strategy
will need to provide baseline needs information for the area and set
benchmark projections initially indicating the results that it hopes to
achi eve in addressing those needs over the period it expects will be
needed to revitalize the area. Actual perfornance information will need
to be subnitted on an ongoi ng basis.

The benchnmarks for this pul se should be readily neasurabl e and
speci fic enough to show expected outputs by the grantee and shoul d
clearly represent positive steps toward the desired ultinmte outcone:
economc revitalization of the designated area. Each year foll ow ng
HUD s approval of the strategy, HUD will expect the grantee to identify
inits Action Plan for that year the benchmark outputs the grantee
expects to achieve by the end of that year

The benchmar ks shoul d i ncl ude neasures of outputs expected to be
achi eved through the use of the HUD program funds together with other
resources it plans to use in a coordinated fashion as part of the
strategy. An exanple of outputs would be the number of new busi nesses
fornmed or the reduction, by a certain nunber or percentage, of persons
on wel fare. Since the benchmarks are to reflect the expected | evel of
acconpl i shments at the end of each program year, they nust be neasurabl e
at such tines.

PERFORMANCE REPORTI NG

The grantee will report progress against its benchmarks at the end
of each programyear. VWile the details of the new IDI'S performance
reporting systemare not yet fully developed at this time, provision
will be nade in this systemfor the reporting of acconplishments,

i ncl udi ng performance agai nst the grantee's own established benchnarks.
For grantees with Federally-designated EZs or ECs that received HUD
approval for a neighborhood revitalization strategy, reports that are
required as part of the EZ/ EC process shall suffice for purposes of
reporting under this Notice.

PERFORMANCE REVI EW

HUD will review a grantee's progress at the end of each program
year based upon information in the grantee's performance reports and,
when appropriate, information fromon-site nonitoring

I f based on its reviews, HUD determ nes that progress towards
achi eving the expected inprovenents in the area is |aggi ng substantially
behi nd the projections, HUD nay suspend/w thdraw its approval of the
strategy. During any period of suspension/w thdrawal, the grantee would
not be able to use the incentives provided under the CDBG regul ati ons
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di scussed earlier in this Notice for expenditures that are conti ngent
upon an approved strategy. If the grantee subnmits and HUD approves an
anended strategy for the area that satisfactorily addresses the |ack of
performance, the grantee would again be able to avail itself of the

aut hori zed benefits.

AVENDVENTS

Because t he nei ghborhood revitalization strategy is an el ement of
the Consolidated Plan (al beit an optional one), it nust be included with
a jurisdiction's Consolidated Plan submission. Wen a jurisdiction nakes
a new Consol idated Pl an subm ssion in accordance with 24 CFR
91.15(b)(2), usually every five years, the grantee will have to either:
submit the prior HUD approved strategy with a statenent that there has
been no change in the strategy (in which case, HUD approval for the
existing strategy is not needed a second tine) or submit a new or
anended nei ghborhood revitalization strategy (for which separate HUD
approval would be required). The criteria for purposes of any
anmendnent (s) to nei ghborhood revitalization strategi es are:

0] the criteria for Consolidated Pl an anmendnents described at §91. 505.
It is presuned that these criteria would be applied whenever the
conditions that existed at the tine the strategy was devel oped have
changed substantially (e.g., a decline in a dom nant area industry,
a natural disaster) or when a grantee determ ned that the strategy
reflected in the HUD approved plan was not working as well as it
expected and it therefore wants to change its approach; or

0] whenever HUD suspends/wi t hdraws approval (or advises the grantee
that it is so considering) as a result of performance |agging
substantially behind the benchnarks.

Grantees should follow the guidance provided in the "Level of
Detail" section of this notice. Anended strategies are to be revi ewed by
HUD using the same criteria as apply to initial strategy subnittals.

APPLI CABI LI TY TO THE STATE CDBG PROGRAM

Currently, there are no comparable provisions in the State CDBG
program regul ations offering incentives for designation of
revitalization areas. However, HUD is considering whether and how to add
such provisions in the future. Comrents and suggestions concerning this
matter are wel coned and should be submitted to the CPD's State and Snal |
Cities Ofice in Headquarters (202-708-1322).

Grantees that have questions and coments on ot her aspects of this
Noti ce should contact their HUD CPD Field O fice Representative. Field
O fices should direct queries and comments to the Entitlenment
Conmunities Division in Headquarters (202-708-1577).
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